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KEEPING  THE  MIRACLE  GOING 

History  and  Purpose  of  the  Task  Force 

The  task  force  was  created  on  an  unfunded,  ad  hoc  basis  as  a  result  of 
a  bill  filed  by  Rep.  David  Magnani  and  Rep.  Kenneth  Lemanski  for  the  1986 
session  entitled  "An  Act  to  Provide  Economic  Opportunities  for  Employees." 
The  bill  provided  for  the  creation  of  an  office  of  technical  assistance  for 
employees  facing  a  shutdown  who  might  want  to  purchase  a  plant  and  an 
expansion  and  more  detailed  implementation  language  for  the  Mass  Product 
Development  Corporation,  intended  to  prevent  impending  shutdowns.  The  bill 
was  the  first  major  bill  to  address  the  issue  of  plant  closings  since 
passage  of  the  1984  "Mature  Industries  Act"  and  this  task  force  was,  in  a 
sense,  the  first  attempt  to  assess  how  effectively  it  was  working  and 
whether  other  efforts  should  be  undertaken  to  assure  that  the  most  negative 
effects  of  any  future  downturn  resulting  from  the  business  cycle  would  be 
minimized. 

During  this  same  period  a  more  formal  Commission  on  Innovation  was 
preparing  its  report  on  what  the  state  might  do  to  foster  innovation.  Both 
of  these  efforts  recognized  that  the  "economic  miracle"  was  not  miracle,  in 
that  it  took  careful  planning  and  appropriate  state  support  as  would  be 
needed  to  sustain  economic  performance  in  the  long  run. 

It  was  also  assumed  that  not  all  intervention  and/or  support  is 
"helpful"  or  in  the  public  interest  so  the  task  force  sought  to  determine 
what  is  working,  what  is  not  and  where  the  gaps  and  duplications  might  be 
in  the  state's  system  of  economic  development  and  business  assistance 
efforts.  Based  on  this  assessment  recommend t ions  are  made  herein  which 


reflect  a  broad  and  comprehensive,  though  not  detailed,  approach  for 
strengthening  the  overall  system. 

The  deliberations  took  place  from  June  to  December  of  1986  and  this 
report  is  drawn  from  those  deliberations  as  well  as  from  a  review  of  the 
most  recent  literature  on  economic  competitiveness.  A  bibliography  is 
attached. 

Task  Force  members  were  drawn  from  among  key  policy  makers  in  the 
administration,  from  among  key  business  and  labor  leaders,  from  academe  and 
from  the  legislature's  Committee  on  Commerce  and  Labor.  During  the 
deliberations  members  surveyed  all  of  the  various  components  neccessary  for 
a  comprehensive  approach  to  economic  stabilization  and  then  assessed 
whether  there  was  an  appropriate  state  agency  responsible  for  addressing 
that  component  and  how  effectively  each  component  was  being  addressed. 

For  each  of  these  components  recommendations  were  made  which  were 
intended  to  strengthen  that  aspect  of  state  assistance  dealing  with  each 
component.  Once  this  list  of  recommendations  was  generated  members  then 
went  back  and  determined  which  of  these  might  best  be  implemented  through 
an  administrative  procedure,  which  might  be  best  addressed  through 
authorizing  legislation  and  which  would  require  funding  legislation.  Each 
recommendation  was  then  labeled  with  an  A,  an  L  and/or  a  _$  as  appropriate. 

This  is  the  list  of  recommendations  which  follows  in  Section  II.  An 
attempt  was  then  made  to  prioritize  the  recommendations  so  that  necessary 
legislation  might  be  filed  for  the  1987  session.  This  was  done  and 
legislation  was  filed  by  Rep.  Magnani  and  Rep.  Lemanski  relative  to  several 
of  the  recommendations  made  herein.  A  listing  of  this  legislation  is  also 
attached. 

It  was  then  decided  that  a  draft  of  the  report  should  be  circulated  to 


relevant  agencies  within  the  development  cabinet  and  among  the  relevant 
quasi-public  agencies  of  the  Commonwealth  for  review  and  comment.  A  final 
draft  would  then  be  compiled  to  be  submitted  to  the  Governor  and  the  House 
and  Senate  Committees  on  Ways  and  Means  and  appropriate  legislative 
committees  for  administrative  and  legislative  action. 

It  should  be  noted  that  virtually  all  of  the  recommendations  made  by 
the  Commission  on  Innovation  would  be  applicable  to  the  challenges  of 
economic  stabilization  addressed  in  this  report  so  that  much  of  the  ground 
has  already  been  covered  and  will  not  be  repeated  here.  Because  of  the 
plethora  of  materials  on  economic  competitiveness  already  produced  we  have 
tried  to  avoid  the  "once  more  with  feeling"  syndrome.  Yet  many  of  the 
recommendations  herein  do  not  reflect  new  ideas  but  simply  affirm  and 
codify  experiments  which  are  already  underway  and  which  show  great  promise. 
The  "industrial  extension  service"  is  just  one  example. 

Since  the  task  force  was  formed  on  an  ad-hoc  unfunded  basis  there  are 
undoubtedly  many  holes  an  possibly  some  duplications  reflected  in  the 
recommendations.  Thus  it  is  important  that  all  relevant  agency  people  read 
and  respond  to  the  invitation  to  comment  on  this  draft  so  we  do  not  end  up 
trying  to  "re-create  the  chip." 

A  very  sincere  thanks  is  due  to  Task  Force  members  who  took  time  out 
of  their  very  busy  schedules  to  work  on  this  issue.  It  should  be  made  very 
clear  that  not  all  of  the  members  agreed  with  or  supported  all  of  the 
recommendations  and  no  assumptions  or  interpretation  regarding  any 
individual's  positions  on  these  recommendations  should  be  inferred  from 
this  report.  However,  the  collaborative  spirit  reflected  in  the  meetings 
cannot  adequately  be  displayed  here,  but  it  was  a  real  pleasure  to  be  a 
part  of  the  experience.  We  can  only  hope  that  the  effort  can  also  be 


instrumental  in  preventing  the  painful  effects  of  economic  dislocation. 

Section  II:  FINDINGS  AND  RECOMMENDATIONS: 

Following  are  the  findings  and  recommendations  of  the  the  Task  Force 
on  Economic  Stabilization  in  a  combined  format.  After  each  recommendation 
the  letter  A  will  appear  if  the  recommendations  can  best  be  carried  out 
through  administrative  action,  an  L  will  appear  if  authorizing  legislation 
is  needed  and  a  _$_  will  appear  if  funding  legislation  is  needed. 

1.  IMPROVE  EARLY  WARNING  SYSTEM  TO  IDENTIFY  POTENTIAL  FIRMS  IN  TROUBLE: 

Anyone  who  was  associated  with  the  passage  of  the  Mature  Industries 
Act  knows  how  sensitive  this  topic  is  and  how  difficult  it  is  to  solve. 
The  employer  gets  concerned  that,  should  word  get  out  that  there  is  trouble 
in  the  firm,  a  slump  could,  through  publicity  become  a  shutdown.  The 
employees,  on  the  other  hand,  get  concerned  that  if  there  is  not  enough 
lead  notice  there  might  be  very  little  they  could  do  to  avoid  a  shutdown  or 
to  prepare  for  one  should  it  be  inevitable.  To  deal  with  these  concerns  the 
Task  Force  made  three  recommendations: 

la. Improve  the  marketing  of  the  prospective  Massachusetts  Office  of 
Business  Development,  especially  to  mature  industries(A,L,$): 

The  formation  of  this  | Office  will  go  a  long  way  to  making  these 
services  more  effective,  but  still  there  needs  to  be  a  much  more  ambitious 
and  coherent  marketing  of  the  state's  many  assistance  programs.  It  must  be 
remembered  that  when  a  firm  is  in  trouble,  that  is  the  time  when  management 
may  be  so  involved  in  coping  with  day-to-day  pressures  that  it  could  be  the 
time  he  or  she  is  least  likely  to  seek  state  assistance. 


lb. The  Department  of  Employment  Security  (PES)  should  institute  a 

computerized  system  to  identify  r  tially  in  need  of 
assistance(A,$): 

The  DES  should  be  tr  vment  claims  from  each  company  and 

create  software  which  pr*  an  whereby  any  firm  which 

is  identified  to  have  laid  off  ntage  of  its  workforce, 

beyond  normal  seasonal  adju  prescribed  period  (eg.  10% 

within  six  months)  would  be  :>ted.  This  could  then  result  in 
a  contact  by  the  Massachuse"        of  Business  Development  or,  for 

example,  the  Industrial  Ser  ie  CEO  to  determine  what  the 

problem  might  be  and  wh  ropriate  to  stem  the  loss 
of  jobs. 

I.e. Make  necessary  funds  availa  system  to  be  implemented($): 

While  it  is  not  ire  great  deal  of  money 

it  is  important  thai  without  the  required 

funds.   In  fact,  thi  pears  to  be  the  least 

costly  approach  to  an  ear  ,  it  must  be  clear  that 

such  informa'    shouldn't  <  I  unless  the  state  is  prepared  to 
offer  concrete  assistance  of  t;        3eded  and  when  it  is  needed. 

ASSURE  APPROPRIATE  CAPITA] 


While  it  is  clear  that  a  capital  is  one  of  the 

most  crucial  apsects  of  an  overall  strategy  for  assuring  the  success  of  a 
firm,  it  is  only  one  of  the  fact         overemphasized  in  importance 
because  it  may  mask  other  problem         or  external  to  the  firm. 
However,  it  is  clear  that  making  available  appropriate  capital  is 


7 
complicated  business.  For  example,  the  state's  existing  capital  access 
programs  are  designed  to  provide  one  type  of  capital  as  leverage  for 
venture  capital  for  high-tech  start-ups  through  the  Massachusetts 
Technology  Development  Corporation  and  another  type  for  mature  industries 
through  the  Economic  Stabilization  Trust.  Based  on  task  force 
members3 experience  with  the  various  programs  available  and  the  special 
needs  of  mature  industries  the  following  recommendations  were  made 
regarding  capital  access. 
2a.  Coordinate  and  strengthen  existing  capital  assistance  programs(A): 

The  members  suggested  that  the  Executive  Office  of  Economic  Affairs 
undertake  a  comprehensive  study  of  the  existing  programs  to  identify  the 
following: 

1.  How  effective  are  the  existing  programs  in  meeting  the  needs 
of  current  applicants  and/or  client 

2.  What  are  the  various  types  of  capital  needed  and  are  there 
gaps  in  the  commonwealth's  capital  assistance  programs  for  each  type  of 
capital  needed? 

3.  Where  is  there  duplication  in  the  array  of  capital  assistance 
programs,  can  and  should  that  duplication  be  eliminated  and  if  so,  how? 

2b.  Create  a  unified  state  development  bank  or  coordinated  banking 
agency. (A, $,L,): 

Once  the  answers  to  the  previous  questions  are  discerned,  it  is 
recommended  that  EOEA  develop  a  proposal  for  legislative  action  which  would 


8 
appropriately  coordinate  all  state  capital  assistance  efforts  either 
through  a  single  agency  or  through  a  coordinating  system.  The  system  will 
continue  to  augment  and  support  the  private  capital  markets,  since  the 
federal  SBA  loan  guarantee  programs  appear  to  be,  at  best,  in  trouble,  the 
state  should  combine  efforts  to  strengthen  such  programs  at  the  federal 
level  while  attempting  to  do  what  it  can  to  pick  up  the  slack. 

2c.  Increase  funding  for  mature  industries  by  an  expansion  of  the 
Employment  Stabilization  Trust. ($,L(filed): 

With  the  success  of  the  EST  program  thus  far,  and  with  the  recent 
shutdowns  in  Lynn  and  Pittsfield  at  GE  and  potential  shutdowns  in  Everett, 
one  clear  recommendation  from  the  i      ce  was  for  an  increase  in  the 
capital  available  through  the  EST.  Therefore,  Rep.  Magnani  filed  a  bill  to 
increase  the  EST  funds  by  $2  million,  since  that  was  the  original 
capitalization  two  years  ago. 

2d.  Guarantees  for  pension  fund  investments(A,L,$,;: 

While  this  idea  is  only  an  exploratory  one,  it  seemed  clear  that 
since  employees  have  a  great  deal  to  gain  by  avoiding  layoffs  in  mature 
industries,  and  since  pension  funds  appear  to  be  one  of  the  largest  single 
sources  of  capital,  it  would  make  sense  for  them  to  be  used, in  certain 
circumstances,  for  investments  for  protecting  the  viability  of  mature 
firms  by  investing  in  renovations  or  technological  upgrading.  Since  the 
fiduciary  integrity  of  these  funds  is  so  crucial  to  the  future  of 
participating  employees,  however,  it  would  be  crucial  that  any  such 
investment  would  need  to  be  protected  through  state  guarantees  and  would 
need  to  involve  employees  in  such  decisions.  Many  similar  proposals  have 


been  made  in  the  past,  and  it  does  seem  that  the  Executive  Office  of  Labor 
should  explore  such  possibilities  further. 

2e.  Tax  increment  financing(L( filed): 

Rep.  Flood  and  Rep.  Magnani  have  filed  bills  which  would  allow 
localities  to  forego  certain  local  property  taxes  Unlimited  periods  of  time 
for  developers  who  wish  to  develop  an  area  of  economic  decline  into  a 
stronger  economic  entity.  After  a  development  succeeded  the  municipality 
could  capture  additional  revenue  from  the  enhanced  property  values  which 
resulted  from  the  development.  Restrictions  on  the  type  of  development 
could  focus  it  toward  industrial  development  and  job  protection. 
3.  TECHNICAL  ASSISTANCE  THROUGH  AN  "INDUSTRIAL  EXTENSION  SERVICE"(A,L): 

The  next  three  components  of  the  comprehensive  economic  stabilization 
strategy  all  require  the  provision  of  technical  assistance.  While  there  are 
already  several  development  agencies  in  the  state  which  provide  some  form 
of  technical  assistance  for  business  managers  (eg.  CEDAC,  MPDC,  Centers  of 
Excellence,  SBDC,  etc.)  and  while  there  should  be  better  coordination  of 
such  service,  there  seems  to  be  an  important  untapped  source  of  assistance 
which  should  be  integrated  into  this  technical  assistance  profile. 

3a.  The  task  force  recommends  the  creation  of  an  "industrial  extension 


service  patterned  after  the  agricultural  cooperative  extension  service 
(CES)  provided  through  the  land  grant  institutions  of  higher  learning  such 
as  the  University  of  Massachusetts. 

While  the  federal  support  which  CES  enjoys  would  not  be  available,  the 
same  principles  by  which  it  has  aided  small  farmers  could  also  apply  to 
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assisting  small  and/or  mature  companies.  That  is,  university  professors 
could  and  should  be  given  specific  points  of  merit  in  assessing  their 
qualifications  for  promotion  for  providing  technical  assistance  to  such 
firms.  While  "community  service"  is  currently  one  of  the  promotion 
criteria,  in  practice  it  is  generally  considered  a  very  weak  "third  sister" 
behind  publishing  and  teaching. 

While  it  is  well  known  that  professors  often  have  "outside  consulting" 
practices,  and  that  often,  when  they  are  asked  to  provide  their  expertise 
to  someone  outside  the  university  they  expect  to  get  paid,  we  may  generate 
additional  no-cost  community  assistance  through  providing  such  alternative, 
but  concrete  incentives. 


An  excellent  prototype  of  this  "industrial  extension  service"  is 
already  in  the  works  at  U.  Mass.  through  a  cooperative  relationship  between 
the  Small  Business  Development  Center  and  the  Northern  Tier/Greenfield  Area 
Industrial  Base  project.  This  brings  mechanical  engineering  and  business 
faculty  to  provide  assistance  to  the  troubled  machine  tool  industry  in  the 
northwest  quadrant. 

Since  the  SBDC  and  the  Centers  are  already  involved  in  an  excellent 
cooperative  relationship,  the  task  force  simply  chose  to  recommend  that 
that  relationship  be  sustained  and  enhanced.  This  is  particularly  important 
with  regard  to  the  new  Center  for  Excellence  in  Applied  Technology.  It  is 
suggested  that  this  may  be  the  most  important  COF  to  be  developed  and 
should  be  given  tremendous  support  and  attention  for  improved  process  and 
product  engineering.  As  part  of  this  university  supported  assistance,  we 
should  expand  our  efforts  to  make  our  tremendous  laboratory  and  main  frame 
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computor  resources  available  to  the  small  and  mature  business  sector  as 
well  as  for  the  high  tech  growth  companies.  While  some  of  these  efforts 
have  been  undertaken  for  "incubators"  similar  efforts  at  low  or  no-cost 
resource  sharing  could  be  brokered  through  the  SBDC's  or  the  Industrial 
Services  Program. 

3b.  Increase  resources  for  contracting  out  to  private  R&D  firms(A,$): 

Often  the  research  and/or  development  needs  of  a  particular  firm  are 
so  specialized  that  the  specific  expertise  needed  is  not  available  at  any 
of  our  institutions  of  higher  learning  and  might  be  much  more  likely  found 
through  private  R&D  firms.  There  must  be  more  resources  made  available  to 
the  existing  state  technical  assistance  agencies.  The  Massachusetts  Product 
Development  Agency  and  the  Massachusetts  Technical  Development  Agencies  are 
two  examples. 

4.  MARKETINGS, L): 

Many  of  the  same  reasons  for  difficulty  in  production  technology  also 
apply  to  the  problem  of  marketing  within  mature  firms.  That  is,  that  not 
only  has  the  firm  been  dependent  on  a  particular  product  and  production 
technology,  but  it  may  also  have  been  dependent  on  certain  markets.  A  small 
dip  in  sales  can  have  a  magnifier  effect,  since  that  reduces  resources 
available  for  market  development  as  well  as  product  development.  Hence  well 
target  assistance,  with  a  clear  public  purpose  in  mind  could  make  the 
difference. 

4a.  Expand  Office  of  International  Trade  and  Investment(A,L): 

While  the  OITI  is  still  relatively  new  there  has  been  some  success  in 
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targeting  specific  international  markets  for  maturing  industries  which  do 
not  have  the  resources  or  experience  to  move  offshore.  A  good  assessment  of 
the  sectors  in  which  Massachusetts  is  already  heavily  involved  and  a 
concomitant  survey  of  international  markets  could  result  in  the  opening  of 
new  markets  for  existing  products. 

4b.  Industrial  sector  forecasting: Implement  the  functions  of  the  Economic 
Monitoring  Group(L,$):  (filed) 

The  Mature  Industries  Act  of  1984  included  the  creation  of  a  structure 
for  doing  the  kind  of  long  range  economic  forecasting  necessary  for 
determining  where  the  Commonwealth's  resources  should  be  allocated.  While 
it  is  doubtful  that  Japan  has  actually  been  "picking  winners  and  losers," 
there  is  no  question  that  there  was  a  good  deal  of  government  forecasting 
and  structuring  of  proper  financing  which  preceded  Japan's  takeover  of 
electronic  appliances,  automobiles  and  steel.  Yet,  While  the  EMG  was 
created  in  1984  it  was  never  funded.  Rep.  Magnani  has  filed  a  bill  to  fund 
it  this  year. 

With  these  funds  the  EMG  would  be  expected  to: 

1.  analyze  long  term  future  markets; 

2.  research  potential  technology  transfers,  especially 
for  application  of  new  production  technologies 
applicable  to  our  maturing  industries; 

3.  assess  the  health  of  our  financial  community  to  assure 

that  capital  supply  and  costs  will  not  inhibit  future  growth 

4.  research  potential  needs/demands  for  various  types  of  labor 
(this  should  augment,  not  substitute  what  is  being  done 

now  by  the  Department  of  Employment  Security. 

5.  Based  on  such  analyses  make  recommendations  for 
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future  Centers  of  Excellence; 
It  should  be  noted  that  many  members  of  the  task  force  recommended 
that,  in  order  to  enhance  the  role  of  such  research  to  its  appropriate 
status,  it  should  be  conducted  under  the  auspices  of  a  newly  created 
position  within  the  Executive  Office  of  Economic  Affairs  entitled 
Assistant  Secretary  for  Industrial  and  Economic 
Research 

4c.  Use  the  Industrial  Extension  Service,  University  computing  facilities 
and  private  marketing  firms  (A): 

These  same  strategies,  suggested  for  improving  production  and  product 
technology  are  also  recommended  for  marketing  assistance. 
5.  ORGANIZATIONAL  RESTRUCTURING  AND  STRATEGIC  PLANNING  (A,L,$); 

For  many  of  the  same  reasons  cited  regarding  marketing,  personnel 
management  and  production  technology,  mature  firms  often  do  not  make  the 
dramatic  structural  changes  which  might  be  necessary  to  improve  efficiency 
or  cut  costs  in  order  to  remain  competitive.  Ouche  taught  us  something 
about  the  importance  of  a  management  style  which  encouraged  freedom  and 
initiative  in  individual  employees,  and  recently  with  his  Story  M  theories 
suggests  that  structural  organizational  design  may  be  the  next  key  to  long 
range  success.  He  points  to  Hewlett  Packard  as  one  company  which  has 
managed,  for  example,  to  strike  what  seems  to  be  the  right  balance  between 
a  centralized  and  decentralized  structure. 

While  it  is  obvious  that  no  one  structure  is  appropriate  for  all 
organizations,  it  is  clear  that  such  long  range  structural  analysis  is 
necessary  and  that  many  mature  firms  have  not  been  in  a  position  to  be  able 
to  do  it  or  do  it  well  enough. 
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ja.  Use  the  Industrial  Extension  Service,  University  computing  facilities 
and  privately  contracted  planning  firms  (A,L,$): 

Again  these  are  the  same  strategies  suggested  for  providing  technical 
assistance  for  improvements  in  marketing,  production  technology  and 
personnel  management. 


6.  PROVIDE  ASSISTANCE  FOR  PERSONNEL  MANAGEMENT  AND  LABOR  REIAH0NS(A,L,4) : 

There  is  no  more  crucial  factor  in  the  "Massachusetts  miracle"  than 
its  people,  and  there  are  no  more  dedicated  workers  than  those  in  the 
Commonwealth.  Yet,  it  is  clear  that  we  have  not  taken  our  own  advice  when 
it  comes  to  working  effectively  with  our  employees.  While  "working 
smarter"  has  been  a  good  slogan  recently  used  to  describe  new  approaches  to 
management,  it  must  not  imply  a  veiled  insult  to  employees.  Rather,  it 
refers  to  the  need  to  implement  new  systems  of  management  which  do  not 
divide  employees  up  into  two  categories,  one  which  works  with  manually  and 
another  intellectually 

While  this  division  has  always  been  imaginary,  its  underlying 
assumptions  have  cost  a  great  deal  in  terms  of  utilizing  the  fullest 
abilities  of  our  working  people.  Mature  firms  often  are  ensconced  in  an  old 
management  paradigm  and  need  assistance  in  seeing  the  possibilities  of  new 
ways  of  working  with  employees.  With  this  understanding,  three 
recommendations  emerged  from  the  task  force,  the  first  is  similar  to  the 
ways  in  which  the  two  prior  issues  were  dealt  with  and  the  others  are  more 
expansive  and  substantive. 
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6a.  Use  the  Industrial  Extension  Service  and  private  management  firms(A,$) 
for  improvement  in  personnel  management  in  a  way  similar  to  those 
approaches  suggested  for  improvements  in  production  technology  and 
marketing.  Particular  emphasis  here  should  be  placed  on  shutdowns  or 
potential  shutdown  situations. 

The  Industrial  Services  Program  has  already  contracted  with  the 
Industrial  Cooperative  Association  on  several  occasion  to  conduct 
feasibility  studies  and  employee  training  in  such  situations  and  the 
results  are  promising. 

6b.  Establish  and  support  area  labor-management  committees,  such  as  the 
CRIL's.(A,L,$): 

Especially  in  economically  depressed  areas,  such  committees  have 
proven  successful.  James  town, N.Y.  was  the  locus  for  a  most  successful  area 
labor  management  committee  and  our  own  Cooperative  Regional  Industrial 
Laboratory  (CRIL)  in  western  Massachusetts  is  also  receiving  positive 
attention.  The  improvement  in  labor-management  communications  and  the 
cross-firm  sharing  of  ides  and  resources  have  made  a  difference  in  the 
ability  of  individual  firms  to  survive. 

6c.  '^Revive  and  Continue"  Massachusetts'  Special  Commission  on  Employee 
Involvement  and  Ownership  and  attend  to  its  recommendations(L,$): (filed) 

This  Special  Commission,  made  up  of  top  business,  labor  and  government 
leaders  has  been  holding  hearings  throughout  the  Commonwealth  on  how  the 
state  might  enhance  the  likelihood  for  expansion  and  success  of  such 
programs.  Documentation  has  been  good  that  such  programs  do  improve 
productivity  and  can  save  entire  plants.  Several  bills  aimed  at  enhancing 
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the  degree  of  employee  involvement  and  ownership  have  been  filed  in 
addition  to  this  revive  and  continue  initiative.  One  is  a  "progress 
sharing"  bill  filed  by  Sen.  Pines  and  another  is  a  bill  to  "expand  economic 
opportunities  for  employees"  has  been  filed  by  Rep.  Magnani. 

While  both  of  these  bills  have  merit  on  their  own  they  also  point  out 
that  there  is  growing  interest  in  having  the  state  support  such  programs  as 
one  factor  in  an  overall  economic  stabilization  strategy  .  The  Special 
Commission  has  been  examining  a  much  broader  range  of  proposals  including 
tax  incentives,  education  programs,  technical  assistance,  investment 
incentives  and  other  approaches  to  institutionalize  employee  involvement  as 
a  part  of  the  Commonwealth's  economic  landscape. 

The  Japanese  experiment  and  the  extraordinary  economic  performance  of 
the  system  of  worker  cooperatives  in  Mondragon  in  northern  Spain  suggest 
that  any  serious  effort  by  the  Commonwealth  and/or  the  United  States  to 
maintain  economic  competitiveness  must  include  ambitious  initiatives  in 
employee  involvement  and  ownership. 

7.  EMPLOYMENT  TRAINING  AND  EDUCATION  (A,L,$); 

From  all  that  has  been  discerned  from  the  economic  resurgence  of  the 
Commonwealth,  it  is  clear  that  our  past  investment  in  our  citizens  as 
employees  has  been  a  most  crucial  element  in  our  success.  We  have  been  able 
to  keep  at  the  edge  of  emerging  technologies  because  of  our  educational 
system  and  or  on-the  -job  upgrading  programs.  However,  a  great  deal  of 
economic  dislocation  has  also  occurred  during  these  "shifts"  in  growth  in 
one  sector  to  another.  This  may  not  have  had  to  happen  to  such  an  extent  if 
re- training,  as  well  as  re- tooling,  had  occurred  in  mature  industries  in 
the  past. 
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Recognizing  this,  Rep.  Lemanski  as  House  Chairman  of  the  Committee  and 
Commerce  and  Labor  filed  a  study  order  to  examine  the  current  state  of  the 
Commonwealth's  Employment  and  Training  system  and  is  currently  in  the 
process  of  refining  a  legislative  proposal  to  streamline  the  state's 
employment  and  training  system.  Therefore,  no  extensive  additional  work  was 
done  in  this  area  by  the  task  force.  However,  a  few  brief  recommendations 
which  derive  from  the  hearings  held  last  year  by  the  Committee  and  from 
current  literature  are  in  order. 

7a.  Streamline  the  Commonwealth's  Employment  and  Training  system. (A, L): 
(filed)(see  above) 

7b.  Extend  Centers  of  Excellences'  mandate  to  include  analysis  of  skills 
needed  to  develop  and  manufacture  new  product  technologies  and  identify 
approaches  for  providing  those  skills. (A): 

While  the  COE's  are  excellent  ways  to  develop  new  technologies,  there 
must  be  a  closer  link  between  the  development  of  the  technologies  and  the 
development  of  the  skills  within  the  labor  force  to  fully  utilize  and 
exploit  those  technologies. 

7c.  Labor  should  be  represented  in  decisions  about  development  and 
implementation  of  new  technologies  -  at  plant,  area  and  state  levels(A,L): 

Those  who  are  hardest  hit  by  the  lack  of  capital  investment  in  new 
plant  and  equipment  are  most  often  the  employees  who  are  displaced  as 
result  of  a  shutdown.  However,  those  who  are  displaced  by  the  introduction 
of  new  technologies  which  require  skills  beyond  their  current  level  of 
training  are  also  the  employees. 
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The  involvement  of  the  Executive  Office  of  Labor  in  the  Centers  of 
Excellence  and  the  Technical  Development  Corporation  should  help  with  this 
at  the  state  level.  The  area- labor  management  committees  and  the  CRIL's 
should  help  at  the  regional  level  and  the  recommendations  emerging  from  the 
Special  Commission  on  Employee  Involvement  and  Ownership  should  help 
address  this  issue  at  the  plant  level. 

7d.  Implement  Secretary  Alviani's  recommendations  for  education  as  outlined 
in  his  report:  Creating  the  Future:  Economic  Innovation  for  the 
Twenty-First  Century(A,$): 

While  some  may  differ  with  some  items  in  the  report,  the  basic 
recommendations  for  education  are  sound:  improve  teacher  salaries,  develop 
more  career  options  for  outstanding  teachers  within  the  teaching 
profession,  increase  support  for  science  and  math  teachers  and  expand 
opportunities  for  gifted  and  talent  students,  expand  external  internships 
for  students  and  provide  greater  supports  for  more  students  to  get  higher 
education  in  the  arts  and  sciences. 

However,  while  this  may  be  necessary,  it  is,  we  think,  insufficient. 
Since  parents  are  the  primary  educator,  and  since  recent  increases  in  the 
economic  demands  on  families  have  resulted  in  less  direct  parent-child 
contact  there  is  also  a  significant  need  for  an  increased  focus  on 
providing  support  for  parenting  and  parent  involvemnent. 

Also,  the  de-facto  educational  inequality  which  results  from  the  way 
in  which  schools  are  funded  and  from  geographically  based  recruitment,  can 
only  be  overcome  by  viewing  the  entire  family  as  the  client  of  the 
educational  system  and  providing  the  appropriate  supports  for  the  family 
and  by  shifting  further  the  ways  in  which  schools  are  funded. 
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7e.  Adopt  the  recommendations  of  the  Paidea  Proposal  Tor  educational 
excellence(A,L): 

The  Paidea  Proposal  is  outlined  in  a  report,  funded  by  the  Carnegie 
Foundation  and  directed  by  Dr.  Morton  Adler,  which  suggest  major 
restructuring  of  American  education.  Compiled  by  a  group  of  internationally 
renowned  experts  in  the  fields  of  science,  education,  business  and  social 
science,  the  report  suggests  that  broad  experientially  based  education  in 
the  early  grades  and  a  focus  on  learning  to  learn  in  a  disciplinarily 
integrated  way  would  provide  both  excellence  equality  of  educational 
opportunity.  The  report  is  too  lengthy  to  summarize  here,  and  is  beyond 
the  scope  of  this  report,  but  is  mentioned  here  only  to  suggest  that 
economic  stabilization  depends  not  only  on  learning  specific  technical 
vocational  skills  but  on  all  citizens  receiving  the  basic  tools  of 
learning. 
8.  UPGRADE  AND  MAINTAIN  THE  COMMONWEALTH'S  INFRASTRUCTURE  (A,L,$): 

In  a  sense,  this  issue  is  the  most  difficult  because  it  is  not  easy  to 
develop  a  public  commitment  to  spending  tax  dollars  on  sewer  systems  unless 
the  problems  have  already  been  visually  manifested,  and  by  then,  the  cost 
of  repair  is  much  higher  than  the  cost  of  regular  maintenance  would  have 
been.  However,  there  was  more  unanimity  on  the  need  to  address  the  state's 
infrastructure  than  on  any  other  component  of  the  strategy  outlined 
herein . 

8a.  Create  Special  Commission  on  Infrastructure  in  the  Governor's  Office  of 

Economic  Development(A,L,$):  (filed) 

While  there  are  several  approaches  to  developing  the  infrastructure 
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through  grants  to  individual  municipalities,  recommendations  in  this  regard 
have  been  well  documented  in  Infrastructure  Planning,  done  by  LandUse, 
Inc. of  Amherst  and  referenced  in  the  bibliography.  This  comprehensive 
report  outlines  what  municipalities  can  do  to  improve  their  own 
infrastructure,  with  a  focus  on  roads,  water  and  sewer  systems.  An 
excellent  summary  of  what  other  states  are  doing  for  municipalities  in  this 
regard  is  included. 

However,  while  it  is  clear  that  many  of  the  agencies  in  the 
development  cabinet  and  some  of  the  quasi-publics  do  long  range  planning, 
it  was  not  at  all  clear  that  those  planning  processes  were  integrated.  This 
was  considered  a  major  problem  with  the  way  in  which  infrastructure 
problems  were  now  being  addressed,  with  each  agency  vying  for  their  own 
resources  without  much  information  as  to  how  their  plans  related  to  those 
of  other  agencies. 

This  coordination  of  long  term  infrastructure  planning  was  deemed 
crucial  if  the  Commonwealth  is  to  eliminate  major  problems  of  waste  and 
inefficiency.  For  example,  should  Seabrook  not  come  on  line  there  would 
need  to  be  an  aggressive  approach  to  developing  energy  alternatives,  but 
the  capacity  for  developing  those  energy  sources  is  directly  related  to 
water  resources  and  roads,  so  energy  planning  can't  take  place  in  a  vacuum. 

Therefore  it  is  recommended  that  a  Special  Commission  be  created 
within  the  Governor's  Office  of  Economic  Development  to  Coordinate  to  and 
integrate  the  long  term  plans  of  all  agencies  responsible  for  various 
aspects  of  the  state's  infrastructure.  This  would  include  the  MBTA, 
Massport,  the  MTA,  the  MWRA  the  Executive  Office  of  Transportation  and 
Construction,  the  Executive  Office  of  Economic  Affairs,  the  Executive 
Office  of  Energy,  the  DPU  and  any  other  agencies  considered  relevant  by  the 
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Director  of  the  Governor's  Office  of  Economic  Development. (OED) 

While  Rep.  Karol  has  begun  the  process  of  such  planning  for  the 
transportation  system,  those  plans  still  need  to  be  coordinated  with  other 
agencies  with  infrastructure  responsibilities.  Although  $250,000  which  is 
intended  to  be  allocated  to  this  process  by  Rep.  Magnani's  bill  is  directed 
to  the  OED,  other  agencies  may  receive  some  of  those  funds  for  their  own 
long  range  planning.  However,  the  funds  are  intended  primarily  for  the 
integration  of  those  plans,  not  their  creation,  since  each  department  and 
agency  should  already  be  allocating  funds  for  their  own  long  range 
planning. 

9.  BETTER  PUBLIC  INFORMATION  AND  COORDINATION  OF  THE  COMMONWEALTH'S 
BUSINESS  ASSISTANCE  PR0GRAMS(A,$): 

One  of  the  most  common  problems  mentioned  by  the  task  force  was  the 
lack  of  coordination  of  existing  programs  and  the  lack  of  public  awareness 
regarding  their  availability  and  purpose.  While  there  is  an  "800"  number 
for  a  potential  business  in  need  of  services  to  call,  it  turns  out  that 
when  they  do  call  they  simply  get  the  alphabet  soup  of  programs. 
Fortunately,  Secretary  Alviani  has  proposed  to  the  Governor  the  creation  of 
a  Massachusetts  Office  of  Business  Development(MOBD)  which  is  intended  to 
clear  up  this  problem  to  some  degree.  This  office  will  use  a  case 
management  approach  so  that  an  inquiry  will  generate  a  case  file  and  a 
caseworker  will  help  the  client  through  the  maze  of  state  assistance 
agencies  to  find  the  right  combination  of  programs  to  suit  specific  needs. 
The  task  force  wholeheartedly  endorses  the  creation  of  this  office,  but 
recommends  that,  if  it  is  created  by  an  executive  order  for  time  saving 
purposes,  it  be  brought  back  to  the  legislature  to  be  created  statutorily 
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as  soon  as  it  is  clear  what  structure  and  function  work  best. 

In  addition  to  this  service,  it  is  recommended  that  the  MOBD  undertake 
a  careful  assessment  of  all  the  state's  assistance  program  and  come  back  Lo 
the  legislature  with  a  comprehensive  set  of  recommendations  for 
restructuring  the  system  to  fill  gaps  and  eliminate  duplication. 

lO.aiHER  FACTORS  AFFECTING  LONG  TERM  ECONOMIC  STABILIZATION: 

While  the  task  force  did  attempt  to  develop  a  somewhat  more 
comprehensive  approach  to  economic  stabilization  than  had  been  done 
heretofore,  it  was  not  possible,  nor  was  it  intended  that  the 
recommendations  be  exhaustive.  Other  factors  which  directly  affect  the  long 
term  viability  of  the  maturing  sectors  of  our  economy  are  systemic,  but 
critical.  They  will  be  outlined  very  briefly  here. 

Housing;  The  cost  of  housing  is  becoming  a  critical  cost  of  doing 
business.  Employees  simply  can  not  afford  to  work  for  wages  which  are 
competitive  with  other  countries  or  other  areas  of  our  own  country,  and 
that  part  of  the  wage  package  going  toward  housing  is  still  rising.  It  has 
become  clear  that  with  land  as  an  inelastic  commodity,  the  market  can  not 
provide  for  affordability  in  housing  for  enough  people  to  keep  the 
manufacturing  sector  competitive.  Direct  involvement  by  state  and  federal 
government  in  housing  production  is  needed,  especially  with  land 
acquisition. 

Health  Care  The  same  circumstance  exists  regarding  the  portion  of  the 
wage  package  going  to  health  care  as  with  housing,  though  the  regional 
differences  aren't  as  severe. 

Liability  Insurance  Again  costs  absorbed  by  Massachusetts  firms  are 
higher  than  for  firms  in  other  countries,  and  also  in  many  other  states. 
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Hazardous  and  Solid  Wastes  The  disposition  of  hazardous  and  solid 
wastes  is  soon  to  become  a  problem  of  crisis  proportions.  Again  this  is  not 
a  problem  that  can  be  left  solely  to  the  market,  because  of  the 
difficulties  of  siting.  Some  progress  is  being  made  on  this  front  this 
legislative  year. 

BROADER  CONCERNS 

Some  of  the  most  important  factors  affecting  the  strength  of  our 
mature  industries  are  beyond  the  ken  of  state  government.  They  must  be 
settled  at  the  national  and  international  levels.  Here  is  a  "short  list." 

Tax  Simplification  It  is  no  secret  that  the  recent  tax 
"simplification"  was  no  gift  to  mature  industries.  While  there  was  some 
benefits  for  individual  taxpayers  at  the  low  and  high  ends  of  the  scale, 
further  eroding  the  middle  class,  many  of  the  programs  needed  by  mature 
industries  were  eliminated.  Also,  the  most  popular  program  used  to 
encourage  savings,  the  IRA,  came  under  the  knife  and  the  personal  savings 

rate  is  much  too  low  for  capital  formation.  This  encourages  more  activity 

i 

on  Wall  street,  expanding  the  paper  economy,  but  does  little  to  supply 
capital  to  capitalize  maturing  firms. 

Trade  Relations  Unless  there  is  the  ability  to  negotiate  fair,  as  well 
as  open,  trade  agreements  with  our  foremost  competitors,  many  of  the 
factors  outlined  previously  in  this  report  may  be  of  marginal  importance 
for  firms  in  certain  sectors. 

Money  Supply  and  Budget  Deficit  The  interaction  of  the  budget  deficit 
with  a  tight  money  supply  has  caused  havoc  with  the  dollar.  This  has  fueled 
the  trade  deficit  for  years.  However,  there  has  been  some  easing  on  the 
money  supply  lately  and  a  recent  "agreement"  on  more  balanced  international 
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exchange  rates  has  helped,  though  the  dollar  must  still  come  down  more  if 
some  of  our  mature  industries  are  going  to  make  it.  There  are  limits  to 
this,  of  course,  since  too  low  a  dollar  would  set  off  another  round  of 
inflation  and  increase  the  need  for  higher  wages. 

Conclusion  Through  a  combination  of  legislative  and  administrative 
initiatives  recommended  in  this  report  it  is  hoped  that  the  Commonwealth 
will  "look  to  the  future"  in  a  way  never  before  possible.  While  there  are 
certain  factors  beyond  our  control  and  hence  we  can  not  expect  to  fully 
escape  the  impact  of  future  economic  downturns,  there  are  many  things  we 
can  and  must  do  to  protect  our  citizens  from  the  pains  and  personal  losses 
which  inevitably  derive  from  plant  shutdowns  and  economic  dislocation.  The 
cost  savings  which  will  show  up  on  the  "public  balance  sheet" 
economically  justifies  our  intervention,  but  our  responsibility  to  the 
working  people  of  Massachusetts  and  their  families  demands  it. 
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APPENDIX  II 
LEGISLATION  FILED  TO  SUPPORT  TASK  FORCE  RECOMMENDATIONS 


H  1619  -  Petition  of  David  P.  Magnani,  William  J.  Glodis,  Jr.,  Joseph  K.  Mackey, 
Stephen  W.  Doran  and  Kenneth  M.  Lemanski  for  legislation  to  authorize  tax 
increment  financing  of  economic  development  and  revitalization  projects. 

01/07/87  H  Referred  to  the  Committee  on  Taxation 

01/07/87  S  Senate  Concurred 
01/07/87  P  Hearing  date  Mar  19  am 

H  4355  -  Petition  of  David  P.  Magnani,  Kenneth  M.  Lemanski,  Lois  G.  Pines  and 
another  for  an  appropriation  of  funds  for  the  economic  monitoring  group  in  the 
Executive  Office  of  Economic  Affairs. 

01/12/87  H  Referred  to  the  Committee  on  Commerce  and  Labor 

01/12/87  S  Senate  concurred 

H  4508  -  Petition  of  David  P.  Magnani,  Kenneth  M.  Lemanski  and  others  relative 
to  assisting  employees  in  identifying  factors  threatening  employment  levels. 

01/12/87  -  H  Referred  to  the  Committee  on  Commerce  and  Labor 

01/12/87  S  Senate  concurred 

H  4510  -  Petition  of  David  P.  Magnani,  Kenneth  M.  Lemanski  and  Lois  G.  Pines 
for  an  investigation  and  study  by  the  joint  committee  on  Commerce  and  Labor 
relative  to  the  extent  to  which  state  agencies  are  effective  in  providing  capital 
to  businesses  in  the  Commonwealth. 

01/12/87  H  Referred  to  the  Committee  on  Commerce  and  Labor 

01/12/87  S  Senate  concurred 

H  4798  -  Petition  of  David  P.  Magnani,  Kenneth  M.  Lemanski  and  Lois  G.  Pines 
for  legislation  to  further  regulate  the  investment  tax  credit  for  certain  corporations. 

01/12/87  H  Referred  to  the  Committee  on  Taxation 

01/12/87  S  Senate  concurred 

P  Hearing  date  March  19,  am 

H  4836  -  Petition  of  David  P.  Magnani  and  Christopher  J.  Hodgkins  for  legislation 
y      to  strengthen  the  Architectural  Access  Board. 

01/12/87  H  Referred  to  the  Committee  on  Human  Services  and  Elderly  Affairs 
01/12/87  S  Senate  concurred. 
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